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which has the address of z 2631 CALIFORNIA AVENUE
’ [Streer]
KLAMATH FALLS ‘ OREGON 97601
{Areal {City) {State} {Zip Code}
("Property Address”™);

TOGETHER WITH all the improvements now or hereafter erected on the property, and all easements, rights, appurienances,
rents, royalties, mineral, oil and gas rights and profits, water rights and stock and all fixtures now or hereafter a part of the

property. All replacements and additions shall also be covered by this Security Instrument. All of the foregoing is referred to in
this Security Instrument as the ‘‘Property.’’

BORROWER COVENANTS that Borrower is lawfully seized of the estate hereby conveyed and has the right to grant and

convey the Property and that the Property is unencumbered, except for encumbrances of record. Borrower warrants and will
defend generally the title to the Property against all claims and demands, subject to any encumbrances of record.

1. Payment of Principal, Interest and Late Charge. Borrower shall pay when due the principal of, and interest on, the
debt evidenced by the Note and late charges due under the Note.

2. Monthly Payments of Taxes, Insurance and Other Charges. Borrower shall include in each monthly payment, together
with the principal and interest as set forth in the Note and any late charges, an installment of any (a) taxes and special assessments

levied or to be levied against the Property, (b) leasehold payments or ground rents on the Property, and (c) premiums for
insurance required by paragraph 4.

Each monthly installment for items (a), (b), and (c) shall equal one-twelfth of the annual amounts, as reasonably estimated by
Lender, plus an amount sufficient to maintain an additional balance of not more than one-sixth of the estimated amounts. The full
annual amount for each item shall be accumulated by Lender within a period ending one month before an item would become
delinquent. Lender shall hold the amounts collected in trust to pay items (a), (b), and (c) before they become delinquent.

If at any time the total of the payments held by Lender for items (a), (b), and (c), together with the future monthly payments
for such items payable to Lender prior to the due dates of such items, exceeds by more than one-sixth the estimated amount of
payments required to pay such items when due, and if payments on the Note are current, then Lender shall either refund the
excess over one-sixth of the estimated payments or credit the excess over one-sixth of the estimated payments to subsequent
payments by Borrower, at the option of Borrower. If the total of the payments made by Borrower for item (a), (b), or (¢) is
insufficient to pay the item when due, then Borrower shall pay to Lender any amount necessary to make up the deficiency on or
before the date the item becomes due. ’

As used in this Security Instrument, ‘‘Secretary’’ means the Secretary of Housing and Urban Development or his or her
designee. In any year in which the Lender must pay a mortgage insurance premium to the Secretary (or any year in which such
premium would have been required if the Lender still held the Security Instrument), each monthly payment shall also include
either: (i) an installment of the annual mortgage insurance premium to be paid by Lender to the Secretary, or (ii) a monthly charge
instead of a mortgage insurance premium if this Security Instrument is held by the Secretary. Each monthly installment of the
mortgage insurance premium shall be in an amount sufficient to accumulate the full annual mortgage insurance premium with
Lender one month prior to the date the full anmmal mortgage insurance premium is due to the Secretary, or if this Security
Instrument is held by the Secretary, each monthly charge shall be in an amount equal to one-twelfth of one-half percent of the
outstanding principal balance due on the Note.

If Borrower tenders to Lender the full payment of all sums secured by this Security Instrument, Borrower’s account shall be
credited with the balance remaining for all installments for items (a), (b), and (c) and any mortgage insurance premium installment
that Lender has not become obligated to pay to the Secretary, and Lender shall promptly refund any excess funds to Borrower.

Immediately prior to a foreclosure sale of the Property or its acquisition by Lender, Borrower's account shall be credited with any
balance remaining for all installments for items (a), (b). and (c).

3. Application of Payments. All payments under paragraphs 1 and 2 shall be applied by Lender as follows:
First, to the mortgage insurance premium to be paid by Lender to the Secretary or to the monthly charge by the Secretary
instead of the monthly mortgage insurance premium;

Second, to any taxes, special assessments, leasehold payments or ground rents, and fire, flood and other hazard insurance
premiums, as required; :
Third, to interest due under the Note;
Fourth, to amortization of the principal of the Note;
Fifth, to late charges due under the Note.
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9. Grounds for Acceleration of Debt.

k(a) Default. Lender maj'. except as limited by,biegula'ﬁvons xssued by _,thé Secretary in the case of payment defaults,

this Security Instrument if:

(ii) Borrower defaults by failing, for a period of thirty days, to perform any other obligations contained in this
Security Instrument.
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requirements of the Secretary.
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12. Successors and Assigns Bound; Joint and Several Liability; Co-Signers.
Security Instrument shall bind and benefit the Successors and assigns of
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cat only to mortgage, grant and convey that
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13. Natices. Any notice to Borrower provided for in this Security Instrument shall be given by delivering it or by maiing it
by first class mai) unless applicable law requires use of another method. The notice shall be directed o the Property Address or
any other address Borrower designates by notice to Lender. Any notice to Lender shall be given by first class mai) to Lender's
address stated herein or any address Lender designates By notice to Borrower. Any notice provided for in ¢his Security {nstrument
shail be deemed to have been given to Borrower or Lender when given as provided in this paragraph.

14. Governing Law; Severability. This Security Instrument shall be governed by Federal faw and the {aw of the jurisdiction
in which the Property is located. In the event that any provision or clause of this Security Instrument or the Note conflicts with
applicable law, such conflict shall not affect other provisions of this Security [nstrument or the Note which can be given effect
without the conflicting provision. To this end the provisions of this Security Instrument and the Note are declared to be severable.

15. Borrower’s Copy. Borrower shall be given one conformed copy of this Security [nstrument.

16. Assignment of Rents. Borrower unconditionally assigns and transfers to Lender all the rents and revemues of the
Property. Borrower authorizes Lender or Lender’s agents to coflect the rents and revenues and hereby directs each tenani of 1he
Property 10 pay the rents to Lender or Lender's agents. However, prior to Lender’s notice to Borrower of Borrower’s breach of
any covenant or agreement in the Security {nstrument, Borrower shall collect and receive all rents and revenues of the Property as
trustee for the benefit of Lender and Borrower. This assignment of rents constitutes an absolute assignment and 0ot an
assignment for additional security only.

1f Lender gives notice of breach to Borrower: (a) all rents received by Borrower shall be held by Borrower as trustee for
benefit of Lender only, to be applied to the sums secured by the Security Instrument; (b) Lender shal) be entitled to collect and
receive all of the rents of the Property; and (c) each tenant of the Property shall pay all rents due and unpaid to Lender or Lender’s
agent on Lender’s written demand to the tenant.

Borrower has not executed any prior assignment of the rents and has not and will not perform any act that would prevemt
Lender from exercising its rights under this paragraph 16.

Lender shall not be required (o enter upon, take control of or maintain the Property before or after giving notice of breach to
Borrower. However, Lender or a judicially appointed receiver may do so at any time there is a breach. Any application of rents
shall not cure or waive any default or invalidate any other right or remedy of Lender. This assignment of rents of the Property
shall terminate when the debt secured by the Security Instrument is paid in full.

NON-UNIFORM COVENANTS. Borrower and Lender further covenant and agree as follows:

17. Foreclosure Procedure. If Lender requires immediate payment in full under paragraph 9, Lender may invoke the
power of sale and any other remedies permitted by applicabie law. Lender shall be entitled to collect al} expenses incurred
in pursuing the remedies provided in this paragraph 17, including, but not limited to, reasonable attarneys’ fees and <osts
of title evidence.

If Lender invokes the power of sale, Lender shall execute or cause Trustee to execute a written notice of the
occurrence of an event of defauit and of Lender’s election to cause the Property tc be s0)d and sha)) cause such notice to be
recorded in each county in which any part of the Property is located. Lender or Trustee shall give notice of sale in the
manner prescribed by applicable law to Borrower and to other persons prescribed by applicable law. After the time
required by applicable law, Trustee, without demand on Borrower, shall sell the Property at public auction to the highest
bidder at the time and place and vnder the terms designated in the notice of sale in one or more parcels and in any order
Trustee determines. Trustee may postpone sale of all or any parcel of the Property by public announcement at the time and
place of any previously scheduled sale. Lender or its designee may purchase the Property at any sale.

Trustee shall deliver to the purchaser Trustee’s deed conveying the Property without any covenant or warranty,
expressed or inplied. The recitals in the Trustee’s deed shall be prima facie evidence of the truth aof the statements made
therein. Trustee shall apply the proceeds of the sale in the following order: (a) to all expenses of the sale, including, but not
limited to, reasonable Trustee’s and attorneys’ fees; (b) to all sums secured by this Security Instrument; and (c) any excess
to the person or persens (egally entitied to it.

13. Reconveyance. Upon payment of all sums secured by this Security lostrument, Lender shall request Trustes o reconvey
the Property and shall surrender this Security {nstrument and all notes evidencing debt secured by this Secuniy Instrument 1o
Trustee. Trustee shall reconvey the Property without warranty and without charge to the person or persons legally entitled o it.
Such person or persons shall pay any recordation costs.

19. Substitute Trustee. Lender may, from time to time, remove Trustee and appoint a successor trustee (0 any Trustee
appointed hereunder. Without conveyance of the Property, the successor trustee shal) succeed to all the ttle, power and duties
conferred upon Trustee herein and by applicable law.

20. Attorney’s Fee. As used in this Security Instrument and in the Note, “attorneys’ fees™ shall include any attorneys’ fees
awarded by an appellate coutrt.
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